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Economic Report of the President of the United States 


In his annual Economic Report to the Congress, 
President Eisenhower calls attention to the vigor of 
the U.S. economy, which by the end of 1959 had car- 
ried employment, production, and income to levels 
substantially higher than a year earlier, despite the pro- 
longed strike in the steel industry. “There are good 
grounds for confidence that this economic advance can 
be extended through 1960. Furthermore, with appro- 
priate private actions and public policies, it can carry 
well beyond the present year.” 

Demands for capital goods and inventories, the 
Report notes, will be especially important factors in 
the year ahead. In part, these demands will represent a 
catching up on projects delayed or postponed because 
of shortages resulting from the strike. Capital outlays 
should also rise, however, in response to favorable 
underlying forces. Surveys of businessmen’s intentions, 
as well as the rising volume of contract awards and of 
new orders for machinery, confirm this outlook. 
Changes in inventory investment are likely to be less 
regular during the year than changes in final demands, 
particularly in view of large present needs for restock- 
ing. Residential construction outlays, on the other 
hand, are not likely to be quite so high as in 1959. 
Federal expenditures should change little in the first 
half of the year and increase moderately later. The 
upward trend of outlays at the state and local level 
may be expected to continue, though possibly at a 
slower rate. 

These demands should contribute to strong expan- 
sion in production and employment and in consumer 
incomes and expenditures. Also, the confidence of 
consumers is favorable to larger purchases by them 
of durable goods. 

A moderate improvement in the U.S. balance of 
international payments is indicated. The rise in imports 
may be considerably smaller than in the period from 
early 1958 to mid-1959, as special demand situations 
become less strong. Exports, on the other hand, should 
gain from the strong expansion of production and 
investment in the industrial countries abroad and from 
the reversal of earlier special influences which had 
depressed exports of certain commodities, such as cot- 
ton and aircraft. 

The Report outlines a legislative program for 1960 
to promote high employment, production, and income, 
which would effectively implement the purposes of the 
Employment Act of 1946. The proposed budget for 


1961 envisages a surplus of $4.2 billion. Such a 
budgetary surplus would be a significant factor in pro- 
moting steady economic growth through helping to 
restrain inflationary pressures; it would greatly facilitate 
noninflationary debt management and reinforce confi- 
dence at home and abroad in the U.S. dollar. Attain- 
ment of this surplus will depend in part upon economic 
conditions during the next year and a half and upon 
favorable congressional action on certain tax and postal 
rate proposals and on recommended expenditures (see 
this News Survey, Vol. XII, p. 228). 

The President renews his request to the Congress to 
remove the 4% per cent ceiling on interest paid on U.S. 
Government securities with a maturity of more than five 
years. This action is necessary to provide greater lati- 
tude in the conduct of monetary and credit policies, 
including the most economical financing of the public 
debt. The present debt limit of $285 billion should be 
raised to permit the financing of seasonal increases in 
the federal debt during the fiscal year 1961. 

Certain legislative actions recommended last year to 
strengthen competition are again requested; these 
include a requirement that antitrust agencies be noti- 
fied when firms of significant size engaged in interstate 
commerce propose to merge. Additional agricultural 
legislation is urgently needed, in view of continuing 
high program costs and the accumulation of surpluses 
of farm products. To foster improvement in personal 
security and welfare, it is requested that the federal- 
state unemployment insurance system be extended to 
employers of one or more persons and to other speci- 
fied groups; that individual states increase their bene- 
fits to make the great majority of covered workers eli- 
gible for payments equal to at least half their regular 
earnings; and that the states increase the maximum 
duration of benefits to 26 weeks a year for all eligibie 
workers who remain unemployed that long. 

The Report states that stronger efforts must be made 
to expand U.S. exports of goods and services. The 
Federal Government should encourage intensified use 
of Department of Commerce facilities for disseminating 
foreign trade information to exporters; strengthen the 
commercial activities of the Foreign Service; increase 
the number of trade missions abroad; and arrange for 
more U.S. participation in trade affairs 
abroad. These steps should make more effective the 
efforts of private businessmen to increase foreign sales. 


extensive 
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It is hoped that other industrial countries, consonant 
with their growing financial ability, will increase their 
long-term lending to less developed countries. For its 
part, the United States will continue with its plans to 
aid the economic growth of less developed countries. 

Inflation-free economic growth, the Report stresses, 
cannot be achieved through government policies alone, 
but must be supplemented with appropriate private 
actions, especially those affecting profits and wages. 
Markets must be sufficiently flexible to allow down- 


International Tin Quotas 

The increase in the total permissible exports of tin 
by the six member countries of the International Tin 
Council, from 30,000 tons in the last quarter of 1959 
to 36,000 tons in the first quarter of 1960 (see this 
News Survey, Vol. XII, p. 198), has raised the export 
quota of the Federation of Malaya to 13,590 long tons, 
which is 37.75 per cent of the global quota. The first- 
quarter quotas for the other countries are as follows: 
Bolivia, 6,984 tons (19.4 per cent); Indonesia, 6,804 
tons (18.9 per cent); Belgian Congo, 3,258 tons (9.05 
per cent); Thailand, 3,168 tons (8.8 per cent); Fed 
eration of Nigeria, 2,196 tons (6.1 per cent). 

The Malayan quota is equivalent to 91.7 per cent of 
quarterly production in that country in 1957, prior to 
the establishment of controls. As a result of the sub- 
stantial quota, all mines operating in Malaya between 
January 1953 and December 1957 are now eligible to 


resume operations. Applications from new mines also 
will be accepted. 


Thailand’s quota for the first quarter of 1960 is 20 
per cent above that for the last quarter of 1959, which 
means that mines operating at 60-80 per cent of capac- 
ity in late 1959 may now increase operations to 90 per 
cent. In the early part of 1959, when Thailand’s tin 
export quota was low, mines had operated at only 50 
per cent of capacity; during the year, more than 1,000 
mineworkers were dismissed. 


Sources: The Bangkok Post, Bangkok, Thailand, De- 
cember 8, 1959; The Malayan Tin Bureau, 
Tin News, January 1960, and Embassy of 
the Federation of Malaya, News Bulletin, 
January 15, 1960, Washington, D. C. 


Coffee Production and Prices 

Although world coffee exports were up 3 per cent 
last season, coffee stocks also continued to increase, and 
the carry-over at the end of September 1959 was about 
38 million bags. Production has increased much faster 
than consumption, and prices have continued to be 
under some downward pressure. The spot price for 
Santos 4 in November was 36 U.S. cents, 22 per cent 
lower than a year earlier. 
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ward as well as upward adjustments in individual prices 
if greater stability in the general level of prices is to be 
achieved. This development is unlikely unless the 
national average of increases in wages, salaries, and 
related labor benefits remains within the limits of na- 
tional productivity gains. Management and labor must 
cooperate more fully toward this end. 

Source: The Economic Report of the President, Trans- 
mitted to the Congress January 20, 1960, 
Washington, D.C. 

The total world coffee crop in 1959 is estimated at 
67.4 million bags, 12 per cent more than in 1958. The 
increase in Latin American output is estimated at 14 
per cent, to 54.4 million bags. Brazil's crop is esti- 
mated at 35 million bags, with exportable production 
at 30 million bags. Exportable output in Colombia is 
estimated at about 7.2 million bags, an increase of 15 
per cent. 

Source: The Chase Manhattan Bank, Latin-American 
Business Highlights, New York, N.Y., Fourth 
Quarter 1959. 


Europe 
Bank Rate in the United Kingdom 


The Bank of England announced on January 21 
that the bank rate had been raised from 4 per cent to 
5 per cent. It was emphasized in official quarters that 
a change in the rate was directed primarily to domestic 
conditions. It was stated that in recent weeks there had 
been signs, on balance, of some overstrain developing 
in the economy, and it was important to avoid any 
tendency toward new inflationary pressures or any 
weakening of the present sound balance of payments 
position. The rise, it was said, would also bring short- 
term interest rates in London more into line with those 
in Overseas centers. 

Following the announcement of the increase in the 
bank rate, the rate for sterling against virtually all 
foreign currencies recovered immediately. The rate 
against the U.S. dollar rose above its parity rate of 
$2.80 for only the second time since last November. 
On January 21, the rate closed in London at $2.80 %,, 
the best rate since November 26, 1959. 

A number of interest rates traditionally linked to the 
bank rate were also raised by 1 per cent. The interest 
rate on bank deposits was increased from 2 per cent to 
3 per cent. Overdrafts will be dearer by about 1 per 
cent: private individuals will be charged 6-6% per 
cent, industrial concerns 5%2-6 per cent, and nation- 
alized industries 5 per cent. The Midland Bank an- 
nounced that term loans for small businesses will be 
raised from 6 per cent to 7 per cent, but personal loan 
rates remain at 5 per cent on the initial sum borrowed. 
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The Building Societies Association announced that 
building society rates are not governed by the bank 
rate; therefore, the increase is not likely to have any 
effect on the rates which the building societies pay and 
charge unless the increase is eventually followed by a 
rise in the general level of interest rates. Hire-purchase 
finance companies, moreover, did not expect any mate- 
rial changes in rates charged on hire-purchase agree- 
ments except in marginal cases where rates have fallen 
to exceptionally low levels. On the other hand, the 
National Chamber of Trade stated that credit facilities 
and long-term buying of goods might have to be cur- 
tailed, and that in the shops, bire-purchase charges and 
ancillary charges in respect of credit purchases might 
have to be raised. 

Source: The Times, London, England, January 22, 

1960. 


U.K. Exchange Control 


The limit on payments which merchants in the United 
Kingdom may make to residents outside the sterling 
area in respect of imports into overseas sterling coun- 
tries, or of non-sterling goods bought from and sold to 
non-sterling countries, without filling in exchange con- 
trol forms, has been raised from £250 to £500. 

The Bank of England on January 20 informed the 
authorized banks that they can now approve such pay- 
ments, to a limit of £500 or the equivalent in foreign 
currency, without completion of sterling transfer forms 
or of forms E. 


Source: The Financial Times, London, England, Janu- 
ary 21, 1960. 


Switzerland and the IMF 


On October 6, an interpellation was placed before 
the Lower House of the Swiss Parliament which en- 
quired whether Swiss membership in the International 
Monetary Fund and the International Bank for Recon- 
struction and Development could be considered while 
at the same time Switzerland’s traditional policy of neu- 
trality was maintained. The interpellation referred to 
the growing integration of the world economy and the 
efforts made by the Bank and institutions associated 
with it on behalf of the underdeveloped countries. It 
was pointed out that membership in the Fund involved 
some degree of restriction of Swiss autonomy in cur- 
rency policy, and the drawing rights of other members 
could have important effects upon the Swiss currency. 
Also, especially at a time when the relations between 
the European Common Market and the European Free 
Trade Association constituted a problem, it was of 
some importance that Swiss freedom of action in com- 
mercial policy would also be limited. 


In replying to this interpellation on December 16, the 
responsible minister said that while Switzerland was in 


agreement with the general aims of the Fund and the 
Bank, the Fund’s Articles of Agreement did not take 
account of Switzerland’s special circumstances, so that 
in 1946 it had been decided not to join the Fund. Since 
that time, economic conditions had changed, several 
new international institutions had been established, and 
the Swiss standpoint might therefore be re-examined. 
This would require some further clarification, for exam- 
ple, in regard to fixing the parity of the Swiss franc. 
Moreover, should the Swiss franc be declared a scarce 
currency by the Fund, this could interfere with Switzer- 
land’s monetary autonomy. A European integration 
agreement could also affect Switzerland’s position in 
relation to the Fund. The Minister said that member- 
ship in the Fund and the Bank would not influence 
Switzerland’s traditional policy of neutrality and the 
Federal Government would continue to study the rela- 
tions of Switzerland and the Fund. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

December 17, 1959. 


Discount and Rediscount Rates in Denmark 

As of January 26, the National Bank of Denmark 
increased both its discount rate and its rediscount rate 
by “% per cent, to 5% per cent. The rate of 5 per 
cent had been in effect since September 19, 1959. 


Swedish Government Budget and National Budget 

The Swedish Government budget proposed for the 
fiscal year 1960-61 (beginning July 1) estimates a 
surplus of SKr 284 million for the current budget. The 
budget for the fiscal year 1959-60 as passed by the 
Riksdag estimated a deficit of SKr 735 million, but 
recent estimates indicate that the actual deficit will be 
only SKr 149 million. 

Total current revenue for 1960-61 is estimated at 
SKr 15,136 million, or SKr 2.3 billion more than in 
the 1959-60 budget and SKr 1.6 billion more than 
recent estimates for fiscal 1959-60. Total current 
expenditure is estimated at SKr 14,852 million, or 
SKr 1.3 billion higher than in the 1959-60 budget and 
SKr 1.1 billion more than recently estimated. As in 
previous years, the largest expenditure item is social 
welfare, which accounts for approximately 30 per cent 
of total current outlay. Most of the increase in this 
item—from SKr 3,908 million in 1959-60 to SKr 4,484 
million in 1960-61—is due to higher old age pensions 
and children’s allowances. Defense spending, which 
amounts to 20 per cent of total current expenditures, is 
estimated at SKr 2,918 million, an increase of SKr 91 
million. 

The capital budget for 1960-61 calls for investment 
appropriations of SKr 1,714 million. The deficit of 
the total budget (current and capital), after account is 
taken of certain transactions not included in the current 
budget, is estimiated at SKr 1,605 million, which repre- 
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sents the Swedish Government’s estimated borrowing 
requirement in the fiscal year. The total budget deficit 
for fiscal 1959-60 as passed by the Riksdag was 
SKr 2,836 million; it is now estimated at SKr 2,249 
million. 

Since tax revenues in the current 1960-61 budget 
are estimated on the assumption of an over-all increase 
in wages and salaries, while no allowance has been made 
for additional appropriations for an increase in civil 
service salaries, most of the SKr 284 million surplus is 
likely to be used for such salary increases, and the 
result will be a nearly balanced current budget. The 
Government's borrowing requirement would be raised 
accordingly. 

The preliminary National Budget Report, which was 
submitted with the budget to the Riksdag, stated that 
over-all production appears to have increased by 4-5 
per cent in 1959, which is above the average for the 
1950’s. A continued rise is likely in 1960. In its 
initial phase, the increase in economic activity in 1959 
resulted from favorable export developments. Exports 
of all commodities except agricultural products in- 
creased, with the increases in forest products and iron 
and steel being especially large. The value of total 
exports rose by 5 per cent and the volume by 7 per 
cent. The value of imports, on the other hand, was 
practically unchanged, and the volume increased by 
2 per cent. For the first time since 1953, the balance 
of payments on current account showed a surplus, 
amounting to approximately SKr 150 million. 

The National Budget Report states that for the first 
half of 1960 a 5 per cent increase in the volume of 
exports is estimated, and that imports also are likely 
to grow, although they probably will remain within the 
framework of what can be financed by current export 
revenues. In addition to exports, the strongest economic 
stimulus in 1960 is likely to come from the demand for 
investment goods on the part of some sectors of private 
industry. Industry’s investment plans for 1960 show 
a rise for investments in machinery and means of trans- 
port that is greater than in any year of the past decade. 
The increase in total investment has been estimated at 
13 per cent. The gradual depletion of stocks during 
1959 seems to have led to a need for building up 
inventories, which means a further stimulus to demand. 
Housing and road construction, on the other hand, are 
expected to be somewhat less than in 1959. 

Sources: Svenska Dagbladet, January 13, 1960, and 
Swedish-International Press Bureau, Bulletin, 
January 19, 1960, Stockholm, Sweden. 


Agricultural Development Plan in Italy 

A plan for the improvement and development of 
agriculture, which has been announced by the Italian 
Government, provides for total expenditures of about 


Lit 550 billion (US$900 million) in the financial years 
1960-65. It aims at improving the “structure of the 
agricultural sector” through credit at low rates of inter- 
est and other financial incentives and promoting the 
consolidation of those farm properties which are eco- 
nomically considered too small; reducing costs of 
production through increased technical assistance to 
farmers and by government aid in the purchase of 
farm machinery and livestock; increasing agricultural 
incomes, which at present are considerably below those 
of the industrial sector, by reducing the spread between 
production costs and retail prices; and improving rural 
living conditions through a housing program and public 
works. The plan also gives special consideration to the 
problem of reducing the output of wheat, which exceeds 
domestic needs and is produced at costs far above the 
world market price; it includes financial measures to 
limit wheat production to those parts of Italy that can 
grow it competitively and favors the production of 
livestock and of meat of which Italy is an importer. 
Sources: 24 Ore, December 5, 1959, and Corriere 
della Sera, December 29, 1959, Milan, Italy; 
Economic News from Italy, New York, N.Y., 
December 11, 1959. 


U.S. Aid to Greece 


The recently announced program of U.S. aid to 
Greece for the fiscal year July 1959-June 1960 includes 
$25 million of defense support aid (in the form of 
freely usable procurement authorization), $5 million 
for purchases of so-called “common use” articles 
(mainly fuel) to be used by the Greek armed forces, 
and $6.3 million, under U.S. Public Law 480 (Title 1), 
as a loan, repayable in local currency, for purchases of 
feedgrains. Thus, U.S. aid for the fiscal year would 
amount to $36.3 million, compared with $32 million 
(consisting of $20 million in defense support and $12 
million in “common use” articles) in 1958-59. If farm 
products provided through charity organizations on a 
gift basis, under U.S. Public Law 480 (Title III), and 
technical assistance are included, the total of approved 
U.S. aid would amount to $50 million for 1959-60, 
against $44.8 million for 1958-59. 


The U.S. Development Loan Fund (DLF) approved 
early in January a loan of $31 million to the Public 
Power Corporation of Greece for the procurement of 
goods and services needed in the building of a large 
hydroelectric project on the Acheloos River in south- 
western Greece. The loan will be guaranteed by the 
Government of Greece. Details remain to be nego- 
tiated. This is the second DLF loan granted to Greece. 
In 1958, the DLF made a loan of $12 million to the 
Greek Government, to finance the construction of a 


nitrogenous fertilizer plant (see this News Survey, 
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Vol. XI, p. 239). It is reported that some $9 million 
had been drawn on this loan by the end of 1959. 


Sources: Development Loan Fund, Press Release, 
Washington, D.C., January 7, 1960; Eco- 
nomikos Tachydromos, Athens, Greece, Jan- 
vary 21, 1960. 


Middle East 
Oil Production in Iraq 


Production of oil in Iraq reached a record 40 million 
long tons in 1959, an increase of 17 per cent over 1958. 
Earnings in royalties and taxes rose from ID 79.9 mil- 
lion (US$223.7 million) in 1958 to ID 86.6 million 
($242.5 million) in 1959, an increase of 8 per cent. 
The lower rate of increase in earnings was due to 
lower oil prices in world markets. The increase in oil 
production is expected to continue, with output reach- 
ing 70 million tons in 1962, mainly as a result of an 
expansion in transportation facilities. A 30-inch pipe- 
line now under construction from the northern fields to 
Tripoli, Lebanon, and the construction of a new loading 
terminal on the Persian Gulf which will allow for the 
expansion of exports for the southern fields from 12 
million tons to 22 million, are both expected to be 
completed this year. 

Sources: Middle East Economic Digest, London, Eng- 
land, January 15 and 22, 1960. 


Pakistan Development Plan 


The Government of Pakistan has announced its sec- 
ond five-year development plan (1960-65) involving 
expenditures of $3,990 million, an increase of 50 per 
cent in actual development expenditures and of 60 per 
cent in planned expenditures over the first five-year 
plan. Of the total expenditures in the second plan, 
investment of $2,415 million would be undertaken by 
the public sector and of $1,575 million by the private 
sector. Internal resources, including higher taxes, are 
expected to finance 58 per cent of the expenditures, 
and foreign loans, foreign aid, and private investments 
will finance the remainder. The over-all aim of the 
plan is to increase national income by 20 per cent 
while maintaining monetary stability. 

The increase in income, after allowance for a 9 per 
cent increase in population, would constitute a 10 per 
cent increase in per capita income; there was no 
increase under the first plan. Food production is 
expected to increase by about 20 per cent, which would 
mean self-sufficiency in foodgrains. The proposed 
increases in industrial production are 50 per cent for 
large-scale industry and 15 per cent for small-scale 
industry. In conjunction with these developments, the 
balance of payments is expected to improve; it is esti- 


mated that by the end of the plan period, foreign 

exchange earnings will have risen by 20 per cent. 

Source: Embassy of Pakistan, Press Release, Wash- 
ington, D.C., January 5, 1960. 


Far East 


Jute Production in India 

The final estimate of raw jute output in India in 
1959-60 places the area under jute cultivation at 1.71 
million acres, compared with the previous year’s par- 
tially revised estimate of 1.81 million acres, and jute 
production at 4.55 million bales, against 5.16 million 
bales in 1958-59. The decrease in acreage during the 
current year was due partly to the low price of jute 
fiber in 1958-59 and partly to unfavorable weather 
conditions at the time of sowing. The decrease in out- 
put is attributed not only to the decrease in acreage, 
but also to adverse weather conditions subsequent to 
sowing. 

The total domestic supply of raw jute and mesta in 
1959-60 is expected to be approximately 8.1 million 
bales (this includes 1.1 million bales of mesta produced 
in 1959-60, plus a carry-over of jute and mesta of 2.45 
million bales from the preceding year), compared with 
total estimated consumption requirements of 6.7 mil- 
lion bales. 

Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, January 1, 1960. 


Currency in Nepal 

In presenting the 1959-60 budget, the Finance Min- 
ister of Nepal made it clear that the Government’s aim 
is to make Nepali currency the sole medium of 
exchange in Nepal. Hitherto, the Indian rupee has also 
circulated in southern Nepal, the official rate of ex- 
change having been fixed in August 1958 at 100 Indian 
rupees—150 Nepali rupees (see this News Survey, 

Vol. IX, p. 330, and Vol. XI, p. 282). The Govern- 

ment is aware that to achieve its aim it must maintain 

the value of the Nepali rupee and prevent periodical 
fluctuations. Steps have been taken to limit the increase 
in the amount of money in circulation. The note cir- 
culation, which had increased by 10 million Nepali 
rupees in 1956-57, showed no further change in the 
two following years. The circulation of coin increased 

by Rs 6.5 million in 1956-57, Rs 769,000 in 1957-58, 

and Rs 649,000 in 1958-59. The value of the Nepali 

rupee in unofficial markets has remained fairly stable 

since August 1958. 

Source: The Colombo Plan: The Eighth Annual Re- 
port of the Consultative Committee on Eco- 
nomic Development in South and South-East 
Asia, Cmnd. 920, London, England, Janu- 
ary 1960. 
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Petroleum Refinery for Thailand 

The Thai Cabinet approved in principle, on Novem- 
ber 24, 1959, the establishment in Thailand by the 
Eastern Petroleum Company (EPC) of an oil refinery 
with a capacity of 28,000 barrels per day. Completion 
of the refinery is expected to take about 22 years and 
to cost at least US$30 million. The new refinery would 
refine crude oil to be imported from the Middle East. 


Points agreed upon for the draft agreement are re- 
ported to include the following: When completed, the 
refinery would be considered government property 
leased for a 10-year period to the company, which 
would have the option of requesting a 3-year exten- 
sion. Under the agreement, the company may invest 
an amount equal to 30 per cent of the initial capital 
for expansion. The Government will make payments 
for purchasing the refinery from the EPC out of its 
share of the profits. During the initial 10-year period 
of the lease, the Government cannot expand the capac- 
ity of its own 1,000 barrel-a-day refinery or that of the 
projected 5,000 barrel-a-day refinery to be built by the 
Fuji Car Company for the Ministry of Defense. The 
Government will call on the new refinery to supplement 
its needs over and above the capacity of these two 
refineries, and it cannot set up any new refinery unless 
the EPC will not expand its capacity to meet new 
demand. In that case, the capacity of any new refinery 
will be limited to the excess in demand. The EPC will 
supply crude oil to the refinery for a 15-year period, 
including the first 10 years of the lease. 


The price of crude oil to be used by the EPC will be 
the prevailing world price calculated c.i.f. Bangkok. 
The prices of the oil products from the refinery are not 
expected to be higher than world prices, despite a 
refinery charge of $1.55 per barrel to cover rental of 
the plant from the Government and other expenses. 
Source: The Bangkok Post, Bangkok, Thailand, No- 

vember 25, 1959. 


Foreign Trade of Laos 


Imports of Laos during the first half of 1959 were 
valued at K 585 million, against K 561 million in the 
first half of 1958; and exports were K 126 million, 
compared with K 28 million in 1958. The increase of 
350 per cent in the value of exports reduced the trade 
deficit to K 459 million, from K 533 .million in the 
first half of 1958. However, this was due to a certain 
extent to the devaluation of the kip from K 35 to K 80 
per U.S. dollar in October 1958. The volume of 
exports actually decreased by 10 per cent, and of im- 
ports by 23 per cent. A factor in addition to the 
devaluation that contributed to the substantial increase 
in the value of exports was an unusual export of gold 
during the second quarter, amounting to K 95 million; 


this apparently was tied to the import of K 101 million 
of gold jewels in that quarter. 

The composition of imports during the half year was 
practically the same as in the first half of 1958; 50 per 
cent comprised manufactured goods, mainly machinery 
and textiles; 30 per cent, raw materials and semifinished 
products, mostly petroleum products and metals; and 
19 per cent, foodstuffs. 

Imports from Western European countries during 
the first six months of 1959 exceeded those in the first 
half of 1958 by K 90 million, primarily because of 
larger imports from the United Kingdom and Switzer- 
land. As a result, Western European countries supplied 
28 per cent of the 1959 imports, against 13 per cent 
during the corresponding period of 1958. The Asian 
countries as a group supplied 51 per cent of the 1959 
total, compared with 55 per cent in 1958. The main 
suppliers in this group, in order of importance, were 
Japan, Indonesia, Hong Kong, and Thailand, supplying 
14, 11, 10, and 9 per cent, respectively, of the total. 


Source: Ministére des Finances, Bureau des Statis- 
tiques, Bulletin du Commerce Extérieur, First 
and Second Quarters of 1958 and 1959, Vien- 
tiane, Laos. 


Korean Budget 


The budget for the fiscal year 1960 of the Republic 
of Korea, which was approved by the National Assem- 
bly on December 31, 1959, is balanced at hw 423.7 
billion. For the fiscal year 1959, a deficit of hw 6.5 
billion is estimated, with expenditures at hw 396.5 bil- 
lion and revenues at hw 390.0 billion, excluding all 
special accounts except counterpart funds, economic 
rehabilitation special accounts, and monopoly profits 
transferred to the general account. Details of the 
expenditures indicated in the 1960 budget, with the 
corresponding 1959 figures given in parentheses, are 
as follows: ordinary government, hw 186.2. billion 
(hw 161.1 billion); national defense, hw 148.4 billion 
(hw 140.6 billion); economic rehabilitation, hw 80.5 
billion (hw 86.0 billion); and other, hw 8.6 billion 
(hw 8.8 billion). The estimates of government rev- 
enue are taxes, hw 235.2 billion (hw 193.2 billion); 
monopoly profits, hw 23 billion (hw 22.7 billion); fees 
and stamp duties, hw 20.2 billion (hw 25.6 billion); 
counterpart funds (U.S. military and economic aid), 
hw 133.4 billion (hw 140.6 billion); national bond 
issues, hw 10 billion (hw 5 billion); and other, hw 1.9 
billion (hw 2.9 billion). 

Despite a 5 per cent cut in foreign aid, expenditures 
on economic development account for 19 per cent of 
the total 1960 budget (22 per cent in 1959), and a 
substantial effort has been made to direct domestic 
resources to development purposes. Expenditures on 
national defense remain as high as 35 per cent of the 
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budget. Of the total 1960 budget, domestic sources 
provide 69 per cent and foreign aid 31 per cent (65 
and 35 per cent, respectively, in 1959). A pension 
system for government officials introduced in the budget 
will be financed by a payroll tax of 2.3 per cent and 
a contribution of 1.5 per cent from the government 
fund. 

In addition to the regular budget, the Government 
was authorized to issue through the Agriculture Bank 
and the Korean Reconstruction Bank hw 10 billion 
worth of debentures (see this News Survey, Vol. XIU, 
p. 209). The Agriculture Bank debentures will be issued 
on a quarterly installment plan, and the program will 
be subject to House inspection at the end of each 
quarter. The Reconstruction Bank debentures will be 
issued in two or more installments in 1960. Sales of 
national bonds by rationing them to households will be 
prohibited, and the bonds will not be sold by being 
linked to issues of various certificates by central and 
local government authorities. 


Sources: Ministry of Finance, An Outline of the Budget 
for 1959, December 24, 1958, and The 
Korean Republic, December 26 and 28, 1959 
and January 1 and 2, 1960, Seoul, Korea. 


Japan's Foreign Trade 


Japan’s exports in 1959, valued in customs statistics 
at $3,457 million, were at a postwar high and exceeded 
1958 shipments by $581 million, or 20 per cent. Im- 
ports (c.i.f.) increased by 19 per cent, to $3,598 mil- 
lion. The trade deficit of $141 million was the smallest 
in postwar years, and $15 million less than the 1958 
deficit. Better terms of trade were an important factor 
in the improvement. 

Among the major export items, the expansion was 
most marked in clothing, metal products, plywood, 
toys, chemical fertilizers, and ships. Exports of silk, at 
89,500 bales, were 92 per cent more than in 1958 and 
the second highest in the postwar period; the postwar 
high was attained in 1950, when 94,600 bales were 
exported. Raw silk output in 1959 was 318,000 bales 
(of 132 pounds each), about 5 per cent less than in 
1958. 

The most pronounced increases in imports were in 
raw wool, metal ores, wood, rubber, and petroleum. 


Source: Bank of Tokyo, Weekly Review, Tokyo, Japan, 
January 18, 1960. 


Economic Policy Coordination Agency in Indonesia 


On December 1, 1959, the Indonesian Government 
set up a new agency, the Financial and Economic 
Bureau (FINEC), replacing the former State Plan- 
ning Bureau. The FINEC, which will report directly 
to the Chief Minister, is to act as a unit for coordinat- 
ing the Government’s economic, financial, and foreign 


aid policies. Its responsibilities will include collecting 
and analyzing economic and financial data, making 
policy recommendations, and reporting on the imple- 
mentation of such policies. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., January 18, 1960. 


Philippine Coconut Exports 


Philippine exports of copra and coconut oil in 1959 
totaled 475,305 long tons, oil basis, a decline of 12 per 
cent from 1958. Copra exports decreased by 10 per 
cent and coconut oil shipments by 22 per cent. Desic- 
cated coconut shipments of 54,877 short tons in 1959 
were slightly above the shipments of 54,073 tons in 
1958. 


Source: Department of Agriculture,’ Foreign’ Crops 
and Markets, Washington, D.C., January 18, 
1960. 


Latin America 


Money and Credif in Peru 

There was further improvement in the reserve posi- 
tion of the Central Reserve Bank of Peru in the last 
quarter of 1959, with an appreciable expansion of cur- 
rency in circulation and contraction of both central 
and commercial bank credit, which in turn moderated 
additional inflationary pressures. For the year 1959, 
central bank credit expanded by S/. 777 million (21 
per cent), compared with an increase of S/. 577 mil- 
lion (19 per cent) in 1958. During the last quarter 
of the year, however, central bank credit was con- 
tracted by S/. 63 million. Member bank borrowings 
declined by S/. 207 million, while credits to state 
development banks increased by S/. 81 million, and 
treasury accommodation by S/. 17 million. Currency 
in circulation increased during this quarter by S/. 401 
million, as a result of central bank purchases of ex- 
change. 
Source: Banco Continental, News Letter, Lima, Peru, 

January 18, 1960. 


Other Countries 


New Zealand Loans from Abroad 


All short-term loans raised overseas by New Zealand 
during the 1958 balance of payments crisis have now 
been repaid or repayment has been arranged. The New 
Zealand Minister of Finance has stated that £10 million 
has been invested in New York to enable repayment of 
a $30 million loan due in September 1961. In the 
meantime, the investment will earn about 5 per cent 
net against 342 per cent charged for the loan. A short- 
term credit of £A 10 million was repaid in April 1959, 
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18 months before the due date, and a $10 million loan 

was repaid in September 1959. 

Source: The Times, London, England, January 19, 
1960. 


Western Samoa’s Currency 

Clause 39 of the Samoa Amendment Act, which was 
passed by the New Zealand Parliament in 1959, pro- 
vides that, on and after a date to be fixed by proclama- 
tion by the Council of State of Western Samoa, the 
Bank of Western Samoa (see this News Survey, 
Vol. XI, p. 300) may make and issue banknotes. 
Until that date, the Council of State is authorized to 
make and issue treasury notes, full liability for which 
will be assumed by the Bank of Western Samoa on the 
date that its own notes become legal tender. Treasury 
notes will remain legal tender for 12 months, after 
which they can be redeemed only in notes of the Bank 
of Western Samoa or legally current coin. 

The currency, coin, and legal tender in Western 
Samoa are to be the same as that of New Zealand, 
except as may be expressly provided either in the Act 
or by Ordinance. 

Until the date appointed for the issue of notes by the 
Bank of Western Samoa, the New Zealand Minister of 
Finance may fix a rate of exchange between Western 
Samoa and New Zealand. Thereafter, the rate may 
be fixed by the Council of State of Western Samoa. 
Source: Reserve Bank of New Zealand, Bulletin, Wel- 

lington, New Zealand, December 1959. 


Relaxation of Exchange Restrictions in South Africa 

The Treasury of the Union of South Africa has 
announced that foreign exchange purchases of up to 
£SA 1,250 per adult and £SA 625 per child will be 
permitted Union residents for each overseas visit re- 
gardless of its duration. A traveler will also be allowed 
to take out South African banknotes to the value of 
£SA 100 and the same amount of foreign banknotes. 
A visitor whose stay in the Union does not exceed 12 
months may take additional foreign notes out of the 
country provided that he had imported an equivalent 
amount into the Union. 

The Treasury also confirmed an earlier statement by 
Dr. Doénges, the Finance Minister, that Union residents 
will in future be permitted to transfer to the Federation 
of Rhodesia and Nyasaland capital for investment 
other than in fixed-interest-bearing assets, such as 
debentures, mortgages, and deposits with financial insti- 
tutions (including building societies). However, all ap- 
plications for such transfers must still be submitted to 
the Reserve Bank through the applicant’s commercial 
bank. 

Source: The Financial Times, London, England, Jan- 
uary 16, 1960. 


South African Gold Sales 

The direct shipment to a continental European des- 
tination of more than nine tons of gold, believed to be 
the largest gold cargo ever flown out of South Africa, 
was announced by Messrs. Mocatta and Goldsmid in 
January. The identity of the purchaser of this ship- 
ment, valued at more than £3.5 million, has not been 
disclosed, but it is believed that the gold was purchased 
by a central bank. 
Source: The Times, London, England, January 14, 

1960. 


New Industrial Promotion Corporation for Rhodesia 

The Industrial Promotion Corporation of Rhodesia 
and Nyasaland, which has been formed recently under 
the sponsorship of the Bank of Rhodesia and Nyasa- 
land, is a public company with 60 shareholders, most 
of whom are in the Federation of Rhodesia and Nyasa- 
land, the Union of South Africa, and the United King- 
dom. The Corporation will confine its activities to the 
expansion or modernization of existing industries. 
Source: The Financial Times, London, England, Jan- 

uary 18, 1960. 


Development Fund in West Indies Federation 

The Federation of the West Indies in its 1960 budget 
has allocated BWI$4 million (US$2.1 million) for the 
establishment of a Development Loan and Guaranty 
Fund, which would provide long-term credit facilities 
for private investment in industry and tourism. A total 
of BWI$4 million of U.K. Colonial Development and 
Welfare money from earlier budgets has been set aside 
for the new Fund. In addition, other sources are being 
explored for further capital contributions. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., January 18, 1960. 
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